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KHPA Board Endor ses Budget Reduction Measures
Board Also Votes to Appoint Nicholas Kramer as New Inspector General

(TOPEKA) — The Kansas Health Policy Authority Boamtorsed three measures today that would redace th
agency'’s state general fund expenses by about 8rmn the next fiscal year. Those measures wamndble KHPA
to meet the administration’s reduction target gietcent of total general fund spending, or 5 pdroénon-caseload
expenses. The measures include:

» Leveling Medicaid reimbursement rates for most phga services and other procedures at 83 perdent o
Medicare rates. Primary care, prevention and afistiétare would be exempt from any reduction.
(Estimated savings: $1 million SGF; $2.8 millionl ALinds)

» Streamlining prior authorization for prescriptiorugs and certain medical procedures. (Estimatehgsv
$243,000 SGF; $925,000 All Funds)

* And implementing pharmacy management for mentdtihg@aescription drugs. (Estimated savings: $800,00
SGF; $2 million All Funds)

“Saving money is never easy,” said Andy Allison, RN Acting Executive Director. “Our goal is to putad policy
options on the table. Our rates have been all tMemap. Leveling our reimbursement rates with Madi would
help us save money in the short term, but would gige us a mechanism for continually reviewing apdating
those rates. Tying our rates to Medicare ratesrigething we’ve done with hospital rates for someetibut we
haven’t had that same mechanism in place for plays&nd professional services.”

Allison said KHPA will seek legislative approvalrfthe change, even though the agency has regulatongrity to
make the change on its own. “We regularly adjudividual rates here and there,” he said. “But thiseally a
fundamental policy change that affects a wide rasfgeoviders in many different practice areas. that reason, we
think it's appropriate to bring elected officiatgo this decision.”

Prior authorization (PA) is a mechanism commonly used in most inswegt@ns to make sure patients receive the
most appropriate and cost effective care. PA systequire that the insurer (in this case, Medicajrove in
advance any medications or procedures that fadideiestablished guidelines.
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Kansas Medicaid currently operates a manual PAesy$br physician services and an automated prdoess
pharmacy.

Mental Health Prescription Drug Management: KHPA is currently prohibited by statute from exsing
management controls over prescription mental heklilys in the Medicaid program. KHPA plans to dsk t
legislature to repeal that statute so it can bet&mage mental health drug utilization.

Tilghman said, “Virtually all other insurance plamscluding private insurance plans and Medicase, some kind of
management program for mental health drugs. Waeeeason why Medicaid should be less efficienprovide
care that has less of a focus on quality and safeay every other health plan”

Over the past several years, mental health drugs ibeen the highest drug expenditure by class dicatons and
the most-prescribed drugs by volume in the Medipaajram. Allison said this has caused concernsitdiiath the
cost and safety of those prescriptions. An analysiSHPA claims data revealed that in Fiscal Ye@d&, 576
children younger than 18 years of age were presgrityo or more atypical antipsychotics simultanégueand 851
children under 18 were prescribed five or more peyopic medications within one 90-day period. Mafiyhese
newer drugs have recently been associated withtimegade effects.

The three budget measures will be included in KHPAUdget request, which will be submitted to theigdon of
Budget later this week. It will then be up to threvgrnor to accept or modify the agency’s requesieagrepares his
budget proposal for the Kansas legislature to cmmsn January.

New Inspector General Named

The KHPA Board today also appointBiicholas Kramer to the position ofnspector General for the agency. The
appointment is effective Oct. 5 and is subjectanfcmation by the Kansas Senate. He will succealdrfy Opiso-
Williams who has served as interim leader of tifeefsince November 2008.

The inspector general is a statutory position angsponsible for conducting internal audits, rergi@and
investigation to identify potential fraud and abus¢he Kansas Medicaid program.

Since 1983, Kramer has been the internal audit garat the Kansas Department of Revenue. In ttstipo he has
conducted internal audits and fraud investigatamsvell as ensuring compliance with IRS securityutations.

“We're very excited to have Nick in this positiorsdid KHPA Board Chairman Joe Tilghman. “The inspec
general plays a key role in preventing waste, frad abuse in the state’s health care programg& d\sackground
and experience makes him uniquely qualified fos jbb.”

The Office of Inspector General was establishetiiwithe Kansas Health Policy Authority in 2007. Thepose of
the office is, “to establish a full-time programanidit, investigation and performance review tovpte increased
accountability, integrity and oversight of the st&tedicaid program, the state MediKan program aedState
Children's Health Insurance Program ... and to assigtproving agency and program operations arkirerring
and identifying fraud, waste, abuse and illegas A¢KSA 75-7427)

Kramer was recommended for the position by the 8edduman Capital and Compensation Committee after
reviewing more than 40 applications.
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